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SUBJECT: NEW ZEALAND CALF RETENTION SUDSIDY 

IF ASKED FOR COMMENT ON PROPOSED DAIRY CALF RETENTION 
SUBSIDY, YOU SHOULD REPLY ALONG FOLLOWING LINES: 

1. USG BELIEVES THAT WITHHOLDING OF CATTLE FROM MARKET 
MAY NOT SOLVE PROBLEM, BUT MERELY SHIFT IT AHEAD. THIS 
WAS EXPERIENCE IN U.S. WHERE VOLUNTARY WITHHOLDING IN 
1973 CONTRIBUTED TO INCREASED SUPPLY PROBLEM IN 1974. THIS 
PROBLEM HAS TWO ASPECTS. NOT ONLY DOES WITHHOLDING CAUSE 
LARGER THAN NORMAL FUTURE SLAUGHTER NUMBERS, BUT WHEN 
EVENTUALLY SLAUGHTERED, WEIGHTS ARE HEAVIER. 
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2. WORLD CATTLE INVENTORY NUMBERS INDICATE THAT CURRENT 
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BEEF PROBLEM IS DUE TO CYCLICAL INCREASE IN PRODUCTION ON 
SUPPLY SIDE AGGRAVATED BY DOWNWARD PRESSURE ON DEMAND DUE 
TO OIL SITUATION AND OTHER FACTORS. DESPITE INCREASE IN 
CATTLE SLAUGHTER IN U.S., EC, AND JAPAN IN 1974, WORLD 
STILL FACES SIGNIFICANT OVERHANG OF CATTLE AND ADDITIONAL 
SIGNIFICANT INCREASE IN WORLD BEEF PRODUCTION IS IN 
PROSPECT FOR 1975 AND POSSIBLY 1976. SINCE CONDITIONS 
FOR SIGNIFICANT IMPROVEMENT IN CONSUMER DEMAND DO NOT 
APPEAR LIKELY TO DEVELOP IN 1975, POLICIES DESIGNED TO 
DELAY 

SLAUGHTER MAY BE UNWISE AND COULD ADD TO PROBLEM IN 
FUTURE. 

3. TREASURY DEPARTMENT ADVISES THAT IF COUNTERVAILING 
DUTY PROCEEDINGS SHOULD EVENTUALLY BE INITIATED, 

THERE IS POSSIBILITY THAT PROPOSED NEW ZEALAND CALF 
RETENTION SUBSIDY COULD BE CONSIDERED BOUNTY OR GRANT 
WITHIN MEANING US LAW. WHILE IT IMPOSSIBLE NOW ASSESS 
THE DEGREE OF PROBABILITY THIS OCCURRING, IT IMPORTANT 
THAT GONZ UNDERSTAND NATURE US COUNTERVAILING DUTY LAW 
AND FACT THAT SOME INDIRECT SUBSIDIES HAVE IN PAST BEEN 
COUNTERVAILED. 

4. USG HAS SOUGHT DEAL WITH CURRENT BEEF PROBLEM 
WITHOUT RESORTING TO RESTRICTIVE MEASURES, AND HAS 
URGED BOTH EC AND JAPAN TO DEAL WITH THEIR PROBLEMS IN 
MANNER WHICH WOULD NOT PUT BURDEN OF ADJUSTMENT ON 
OTHER COUNTRIES. EMBASSY MAY DRAW ON REF (B) FOR GENERAL 
BACKGROUND ON US POLICY RE CURRENT LIVESTOCK AND MEAT 
PROBLEMS, TO EXTENT APPLICABLE TO COUNTRIES SUCH AS 

NEW ZEALAND. INGERSOLL 
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